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Recordation Clerk -t~ '

mh ^institution Ave., N.W. INTERSTATE COMMERCE COMMISSION
Washington, D.C. 20423

Gentlemen:

Enclosed for recordation under the provision of Section 11303 of the Interstate
Commerce Act, 49 U.S.C. 11303, are Five (5) copies of the following:

Lease Agreement No. 071581 dated August 17, 1981
Rider No._ N/A dated N/A
between TRANSPORTATION CORPORATION OF AMERICA and

PEND OREILLE VALLEY RAILROAD. INC.
Recordation No. New ,
No. of Cars Thirty-five (35V
Description of Cars 6740 Cu. Ft. 100-Ton Uoodchio Cars
Car Numbers POVA 35201 thru. POVA 35235. both inclusive

The names and address of the parties hereto are as follows:

Lessor: Lessee:

Transportation Corporation of America Pend Oreille Valley Railroad, Inc.
P. 0. Box 218 P. 0. Box 598
Chicago Heights, IL 60411 Metaline Falls, WA 99153

The undersigned is the Assistant Treasurer of Transportation Corporation of America
and has knowledge of the matters set forth within the enclosed documents. Kindly
record and thereafter return to T. A. Layton, Transportation Corporation of
America, P. 0. Box 218, Chicago Heights, Illinois 60411, the remainingFour (4) copies
of the enclosed document, marked "Recorded."

Attached hereto is a remittance in the sum of $ 50.00 covering the required
Recording Fee.

Cordially,

TRANSPORTATION CORPORATION OF AMERICA

T. A. Layton
Assistant Treasurer

TAL:bam

End OSUres A wholly owned subsidiary of The Duchossois/Thvall Qroup
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iSincerely yours,

Agatha L. Mergettovich
Secretary
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EQUIPMENT LEASE

Number 071581

Dated as of August 17, 1981

Between

TRANSPORTATION CORPORATION OF AMERICA

And
#

PEND OREILLE VALLEY RAILROAD, INC.



THIS EQUIPMENT LEASE dated as of August 17, 1981 between
TRANSPORTATION CORPORATION OF AMERICA, an Illinois corporation (the
"Lessor"), and PEND OREILLE VALLEY RAILROAD, INC.
(the "Lessee");

W I T N E S S E T H :

WHEREAS, the Lessor has agreed to purchase from THRALL
CAR MANUFACTURING COMPANY (the "Manufacturer'1) the railroad equip-
ment (collectively the "Equipment" and individually an "Item of
Equipment") described in Schedule A attached hereto and made a
part hereof; and

WHEREAS, the Lessor has or intends to assign all its rights,
titles and interests hereunder to the Assignee specified within Schedule
A ("Assignee")2 and

WHEREAS, the Lessee desires to lease all of the Items of
Equipment or such lesser number as are delivered to and accepted on
or prior to the outside delivery date set forth in said Schedule, at
the rentals and for the terms and upon the conditions hereinafter
provided;

NOW, THEREFORE, in consideration of the premises and of
the rentals to be paid and the covenants hereinafter mentioned to be
kept and performed by the Lessee, the Lessor hereby leases the Equip-
ment to the Lessee upon the following terms and conditions:

0

SECTION l^ DELIVERY AND ACCEPTANCE OF EQUIPMENT.

The Lessor will cause each Item of Equipment to be tendered
to the Lessee'at the place of delivery set forth in Schedule A. Upon
such tender', the Lessee will cause an authorized representative of
the Lessee to inspect the same, and if such Item of Equipment is
found to conform to the specifications therefor, to accept delivery
of such Item of Equipment and to execute and deliver to the Lessor
and to the Manufacturer thereof a certificate of acceptance (herein-
after called "Certificate of Acceptance") substantially in the form
attached hereto as Schedule B, whereupon such Item of Equipment
shall be deemed to have been delivered to and accepted by the Lessee
and shall be subject thereafter to all of the terms and conditions of
this Lease.»

Lessor shall not be responsible for failure tor-deliver any
Item of Equipment due to occasions beyond its control, such as, but
not limited to, labor disputes, defaults of material suppliers, natural
disasters and defaults of carriers; provided however, in no event shall
Lessee be obligated to accept any Equipment tendered for delivery after
the Outside Delivery Date specified in Schedule A.
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J
SECTION 2. RENTALS AND PAYMENT DATES.

2.1 Rent. This is a net lease and Lessee agrees to pay
to Lessor in immediately available United States funds the monthly
rental stated in Schedule A ("Fixed Rental") covering said cars from
the date each car is delivered to the Lessee, and until cars are
delivered to Lessor upon expiration of the rental term specified in
said Schedule A. Such rentals shall be paid to the Lessor, P. 0. Box
218, Chicago Heights, Illinois 60411, or such other place as the Lessor
or its Assignees pursuant to Section 16 hereof may hereafter direct.
Payment with respect to each Item of Equipment will be made on the first
day of every month during the rental term thereof 60 days in arrears,
except that on the first monthly payment date for each Item of Equip-
ment, the next rent paid with respect thereto shall be pro rata for
the period intervening the date of delivery.

2.2 Investment Tax Credit. The parties hereto agree
that the Lessor shall be entitled to all Investment Tax Credit on
all subject cars as provided in the applicable provisions of the
Internal Revenue Code of 1954, as amended to the date hereof. If any
portion or all of such Credit is at any time or times not available
to Lessor because of any act or omission of the Lessee, the Fixed
Rental hereunder shall immediately increase by an amount which is
equal to the after tax value of such unavailable investment tax cred-
it.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equipment shall
begin on the date of delivery to and acceptance by the Lessee of
such Item of Equipment and, subject to the provisions of Section 11
and Section 14 hereof, shall terminate on the last day of the Rental
Term stated in Schedule A.

i

SECTION 4. TITLE TO THE EQUIPMENT. v .

4.1 Lessor is Owner. The Lessor warrants and represents
it is acquiring full legal title to the Equipment, and it is under-
stood that Lessee shall acquire no right, title or interest to the
Equipment except as Lessee hereunder notwithstanding the delivery
of the Equipment to and the possession and use thereof by the Lessee.

4.2 Ownership Marking. The Lessee shall plainly, per-
manently stencil the ownership legend specified in Schedule B on
each side of each Item of Equipment in letters not less than one
(1) inch in height and the car numbers specified within Schedule A,
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and immediately replace any such stencilling which becomes illegible,
wholly or in part. Should changes or additions be required in the
foregoing legend, Lessee shall make such changes or additions, and the
expense thereof shall be borne by the Lessee. The Lessee shall keep
the Equipment free from any marking which might be interpreted as a
claim of ownership thereof by anyone other than the Lessor; and will
not change, or permit to be changed, the identifying car numbers (except
as provided in Section 4.3 hereof).

4.3 Advertising. Lessee may place advertising (including
names, or initials, or other insignia customarily used by the Lessee
on Equipment of the same or similar type) on each Item of Equipment,
so long as such does not designate the Lessee as owner. Lessee, upon
prior written consent of Lessor and Assignee, may change the car num-
bers of any one or more than one of the Items of Equipment, all at
Lessee's expense.

4.4 Car Numbers. Lessee represents, warrants and cove-
nants that each Item of Equipment is now or will be prior to being
placed in operation and shall remain throughout the term of this Lease
marked and identified in accordance with the car numbers provided for
within Schedule A attached hereto.

SECTION 5. DISCLAIMER OF WARRANTIES.

Lessor makes no warranty or representation of any kind,
either express or implied, as to any matter whatsoever, including
specifically but not limited to, merchantability, fitness for a parti-
cular purpose, or the manufacture of the Items of Equipment; and Les-
sor shall have no liability hereunder for damages of any kind, includ-
ing but not limited to, special, indirect, incidental, or consequential
damages. Lessor agrees to assign to Lessee all warranties it has re-
ceived from the manufacturer of the Items of Equipment and shall co-
operate with Lessee and take such aqtion as may be reasonably requested
to enable Lessee to enforce such rights.

SECTION 6. LESSEE'S INDEMNITY.

6.1 Scope of Indemnity. The Lessee shall defend, in-
demnify and save harmless the Lessor and its successors and assigns
from and against:

(a) any and all loss or damage of or to the Equipment,
usual wear and tear excepted; and
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any claim, cause of action, damages, liability, cost
or expense (including reasonable counsel fees and costs in con-
nection therewith) which may be incurred in any manner by or for
the account of any of them (i) relating to the Equipment or any
part thereof, including delivery, leasing or return of the Equip-
ment or as a result of the use, maintenance, repair, replacement,
operation or the condition thereof (whether defects are discover-
able by the Lessor or by the Lessee); (except as to those things
over which the Lessee has no control, including but not limited
to design, construction, patent infringements, etc.) (ii) by
reason or as the result of any act or omission of the Lessee for
itself as agent or attorney-in-fact for the Lessor hereunder; or
(iii) as a result of claims for negligence or strict liability in
tort as to the Lessee's use of the Equipment or possession there-
of.

6.2 Continuation of Indemnities and Assumptions. The
indemnities and assumptions of liability in this Section 6 contained
shall continue in full force and effect notwithstanding the termina-
tion of this Lease, or the termination of the term hereof in respect
of any one or more Items of Equipment, whether by expiration of time,
by operation of law or otherwise; provided, however, that such in-
demnities and assumption of liability shall not apply in respect of
any matters referred to in subsection (a) or clause (i) or (ii) or
(iii) of subsection (b) of Section 6.1 hereof, arising after the termi-
nation of this Lease, except for any such matters arising after such
termination in connection with the Lessee's assembling, delivering,
storing or transporting of the Equipment as provided in Section 13 or
15, as the case may be. The Lessee shall be entitled to control and
has full responsibility for the defense of such claim or liability.

SECTION 7. RULES. LAWS AND REGULATIONS.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including the rules of the United
States Department of Transportation) with respect to the use, mainten-
ance and operation of each Item of Equipment subject to this Lease.
In case any equipment or appliance is required to be installed on such
Item of Equipment in order to comply with such laws, regulations, re-
quirements and rules, the Lessee agrees to make such changes, addi-
tions and replacements without cost or expense to the Lessor. Lessor
warrants that Equipment will comply with all rules of the Association
of American Railroads and governmental bodies having jurisdiction at
the time of delivery for operation in interchange over railroads in
the United States.

SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the continental
United States of America; however, said Equipment may be used inter-
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' '''mittently In Canada (such intermittent use shall be of such a term
so as not to jeopardize the U.S. Internal Revenue Code defined
Investment Tax Credit, and such use shall not be on a regular or
sustained basis) , and such Equipment shall be used only in the manner
for which it is the Designated Use of Cars as specified-within Schedule
A and so as to subject it only to ordinary wear and tear. The Lessee
shall, at its own cost and expense, maintain and keep the Equipment in
good order, condition and repair, ordinary wear and tear ezcepted,
suitable for use in interchange. The Lessee shall not modify any
Item of Equipment without the written authority and approval of the
Lessor which shall not be unreasonably withheld. Any parts installed
or replacements made by the Lessee upon any Item of Equipment shall
be considered accessions to such Item of Equipment and title thereto
shall be immediately vested in the Lessor, without cost or expense
to the Lessor.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satisfy and discharge any and all
claims against, through or under the Lessee and its successors or
assigns which, if unpaid, might constitute or become a lien or a
charge upon the Equipment, and any liens or charges which may be
levied against or imposed upon any Item of Equipment as a result
of the failure of the Lessee to perform or observe any of its
covenants or agreements under this Lease, but the Lessee shall not
be required to pay or discharge any such claims so long as it shall,
in good faith and by appropriate legal proceedings, contest the
validity thereof in any reasonable manner which will not affect or
endanger the title and interest of,the Lessor to the Equipment.
The Lessee's obligations under this' Section 9 shall survive ter-
mination of the Lease as to any claims the basis of which occurred
prior to the Lessee's assembly, delivery, storing, or transporting
of the Equipment as provided in Section 13 or 15, as the case may
be.

V

SECTION 10. FILING. PAY7CNT OF FEES AND TACTS.

10.1 Filing. Prior to the delivery and acceptance of
the first Item of Equipment, the Lessee will, at its sole expense,
cause this Lease and, if and when requested by Lessor, all collateral
documentation and any assignments thereof, to be duly filed, recorded
or deposited in conformity with the Interstate Commerce
Act-and in such other places within or without the United States as
the.Lessor may reasonably request for the protection of its title
or the security interest of the Assignee and will furnish the Lessor
proof thereof. The Lessee will, from time to time, do end perform
any other act and will execute, acknowledge, deliver, file, register
and record (and will refile, re-register, or re-record whenever



required) any and all further instruments required by lav or reason-
ably requested by the Lesaor, for the purpose of protecting the
Lessor 'a title to and Assignee 'a aecurity interest in the Equipment,
to the satisfaction of the Lessor's counsel or for the purpose of
carrying out the intention of this Lease, and in connection with any
such action, will deliver to the Lessor proof of such filings and an
opinion of the Lessee's counsel that such action has been properly
taken. The Lessee vill pay all costs, charges and expenses incident
to any such filing, re-filing, recording and re-recording or depositing
and re-depositing of any such instruments or incident to the taking
of such action.

10.2 Payment of Taxes. The Lessee, or the Lessor at the
Lessee's expense, shall report, pay and discharge when due all license
and registration fees, assessments, sales, use and property taxes ,
gross receipts taxes arising out of receipts from use or operation
of the Equipment, import and export duties and charges, and any
other taxes, fees and governmental charges similar or dissimilar
to the foregoing (excluding any tax measured by the Lessor's net
income and any gross receipts or gross income taxes in substitution
for or by way or relief from the payment of taxes measured by such
net income, provided that the Lessee agrees to pay that portion of
any such tax on or measured by rentals payable hereunder or the net
income therefrom which is in direct substitution for, or which re-
lieves the Lessee from, a tax which the Lessee would otherwise be
obligated to pay under the terms of this Section) , together with
any penalties or interest thereon, imposed by any state, Federal
or local government upon any Item of Equipment and whether or not
the same shall be assessed against or in the name of the Lessor or
the Lessee ;provided, however, that .the Lessee shall not be required
to pay or discharge any such tax or assessment (i) so long as it
shall, in good faith and. by appropriate legal proceedings, contest
the validity thereof in any reasonable manner which will not affect
or endanger the title and interest of the Lessor to the Equipment;
however, the Lessee shall reimburse the Lessor for any damages or
expenses resulting from such failure to pay or discharge; or (ii)
as to assessments against or in the name of anyone other than the
Lessee, until 20 days after written notice (including a copy of a
written notice thereof received by Lessor, if such was in fact so
received by the Lessor) thereof shall have been given to the Lessee.

SECTION 11. gSUKANg , PAYMENT TOR CASUALTY OCCURRENCE OR EQUIPMENT
UNSERVICEABLE FDR USE.

* 11.1 Insurance . The Lessor and the Assignee shall be
named as additional insureds, as their interests may appear upon all
Public Liability insurance now issued to the Lessee, and any replace
ment thereof.
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11.2 Duty of Lessee to Notify Lessor. In the event that
any Item of Equipment shall be or become lost, stolen, destroyed, or,
in the opinion of the Lessee, irreparably damaged or shall be con-
demned, or shall be requisitioned or taken over by any governmental
authority under the power of eminent domain or otherwise during the
term of this Lease for a stated period which extends beyond the term
of this Lease (any such occurrence, except for any governmental requi-
sition or taking which by its terms does not exceed the term of this
Lease, being hereinafter called a "Casualty Occurrence"), the Lessee
shall promptly and fully (after it has knowledge of such Casualty
Occurrence) inform the Lessor in regard thereto.

11.3 Payment for Casualty Loss. The Lessee shall on each
rental payment date pay to the Lessor in addition to the installment
of rent otherwise due and payable on that date with respect thereto,
a sum equal to the Casualty Value as of such date of any Item or Items
of Equipment which have suffered a Casualty Occurrence that has come
to the knowledge of the Lessee during the preceding calendar month.

11.4 Rent Termination. Upon (and not until) payment of
the Casualty Value in respect of any Item or Items of Equipment and
the rental installment due on such payment date, the obligation to
pay rent for such Item or Items of Equipment accruing subsequent to
the Casualty Value payment date shall terminate, but the Lessee shall
continue to pay rent for all other Items of Equipment.

11.5 Disposition of Equipment. The Lessee shall, as agent
for the Lessor, dispose of such Item or Items of Equipment having
suffered a Casualty Occurrence as soon as it is able to do so for the
fair market value thereof. Any such disposition shall be on an "as
is", "where is" basis without representation or warranty, express or
implied. As to each separate Item of Equipment so disposed of, the
Lessee may retain all amounts of such price plus any insurance pro-
ceeds and damages received by the Lessee, by reason of such Casualty
Occurrence up to the Casualty Value attributable thereto and shall
remit the excess, if any, to the Lessor. In disposing of such Item
or Items of Equipment, the Lessee shall take such action as the Lessor
shall reasonably request to terminate any contingent liability which
the Lessor might have arising after such disposition from or connected
with such Item or Items of Equipment and the Lessor will, at the
written request of the Lessee, execute a release in respect of its
interest in any such Item or the salvage thereof in order to complete
such disposition. In the event the Lessor receives money from any
governmental authority upon any such Casualty Occurrence, the Lessor
shall apply that money in the same manner as it is required to do
upon its or the Lessee receiving monies for any other Casualty Occur-
rence under this Section.

11.6 Casualty Value. The "Casualty Value" of each Item of
Equipment shall be an amount determined in accordance with Schedule C
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which is attached hereto and made a part hereof.

11.7 Risk of Loss. The Lessee shall bear the risk of
loss and, except as hereinabove in this Section 11 provided, shall
not' be released fron its obligations hereunder in the event of any
Casualty Occurrence to any Item of Equipment from and after the date
hereof and continuing until payment of the Casualty Value in respect
of such Item of Equipment has been made, such Item or the salvage
thereof has been disposed of by the Lessee and the title to such Item
or the salvage thereof and all risk of loss and liabilities incident
to ownership have been transferred to the purchaser of such Item or
the salvage thereof.

11.8 Eminent Domain. In the event that during the term
of this Lease the use or any Item of Equipment is requisitioned or
taken by any governmental authority under the power of eminent donain
or otherwise for an indefinite period or for a stated period which
does not exceed the term of this Lease, the Lessee's obligation to
pay rent shall continue for the duration of such requisitioning or
taking. The Lessee shall be entitled to receive all sums payable
for any such period by such governmental authority as compensation
for such requisitioning or taking of possession to an amount equal
to the rent paid or payable hereunder for such period, and the balance,
if any, shall be payable to and retained by the Lessor as its sole
property. All such monies so received by the Lessee shall, to the
extent Lessee has not already paid such rent to the Lessor, forth-
with be delivered to the Lessor by the Lessee and shall be applied
by the Lessor to reduce the Lessee's obligations to the Lessor as
otherwise provided under the terms of this Lease.

SECTION 12. ANNUAL REPORTS.

12.1 Lessee's Financial Statements. Commencing with the
year 1981, ,the Lessee will furnish to the Lessor or its assigns
current qparterly and year-end .financial statements throughout the
term of this Lease. v -

12.2. Annual Certification. On or before April 1 in each
year beginning in 1982 and thereafter throughout the term of this
Lease and any extensions thereof, the Lessee shall deliver to the
Lessor an Annual Certification signed by the President or any Vice
President of the Lessee and dated within 15 days of the date of it
being delivered to the Lessor. That Annual Certification shall be
in the following form:
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Annual Certification

To Lessor:
.

From Lessee:

Subject Lease Date:

Date of this Annual Certificate:

Car Numbers:

The undersigned hereby certifies to the Lessor that:

1. Be is a duly authorized officer of the Lessee;

2. That he, on behalf of the Lessor, represents and
warrants that the facts herein stated are true;

3. That each railroad car herein scheduled is in good
order and repair, is in all respects maintained in accordance with
the terms of subject Lease, and is in actual service except for the
following specified cars:

A. Items of Equipment lost, damaged, destroyed
or for any other reason unserviceable - cars numbered:

B. Items of Equipment undergoing repairs or with-
drawn from use for repairs - car numbered:

A. (The legend required by Section A.2 of the sublect
Lease has been renewed on all Items of Equipment that have been
repainted or repaired since the date of the last preceding cer-
tificate, or in the caae of the first certificate, since the date
of this Lease.

Lessee:

By:
President/vice President
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12.3 Lessor's Inspection Rights. In addition to the fore-
going, the Lessor and the Assignee each shall have the right, at their
sole cost and expense by their authorized representative, to inspect
the Equipment and the Lessee's records with respect thereto, at such
times as shall be reasonably necessary to confirm to the Lessor or,
thereof during the continuance of this Lease. In the event the Lessor's
inspection reveals any failure of Lessee to comply with any term of this
Lease, the Lessee must promptly comply with all terms of this Lease.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

A. Upon the expiration of the term of this Lease whether
by default or otherwise with respect to any Item of Equipment, the
Lessee will, at its own cost and expense, at the request of the Lessor,
deliver possession of such Item of Equipment to the Lessor in good
order and repair, ordinary wear and tear excepted, and upon such stor-
age tracks of the Lessee as the Lessee may select, and permit the
Lessor to store such Item of Equipment on such tracks for a period not
exceeding 90 days and transport the same at any time within such 90
day period to any reasonable place on the lines of railroad operated
by the Lessee or to any connecting carrier for shipment, all as dir-
ected by the Lessor upon not less than 30 days' written notice to the
Lessee. During any such storage period the Lessee will permit the
Lessor or any person designated by it, including the authorized repre-
sentative or representatives of any prospective purchaser of any such
Item, to inspect the same; provided, however, that the Lessee shall
not be liable, except in the case of negligence of the Lessee or of
its employees or agents, for any injury to, or the death of, any person
exercising, either on behalf of the Lessor or any prospective purchaser,
the rights of inspection granted under this sentence. The assembling,
delivery, storage and transporting of the Equipment as hereinbefore
provided are of the essence of this Lease, and upon application to
any court of equity having jurisdiction in the premises, the Lessor
shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee to so assemble, deliver,
store and transport the Equipment. v

B. In addition, upon the expiration of the term of
this Lease because of default by Lessee, Lessee will promptly upon
Lessor's request, and at Lessee s cost and risk, cause each Item of
Equipment to be transported and delivered to any location within 500
miles of Lessee's track, as selected by Lessor.

SECTION 14. EVENTS OF DEFAULT AND REMEDIES.

14.1 Events of Default. Any of the following events shall
constitute an Event of Default hereunder:
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(a) Any default of 10 days or more shall be made in the
payment of any part of the rental or other sums provided In
Section 2 hereof or in Section 11 hereof; or

(b) The Lessee shall make or permit any unauthorized
assignment or transfer of this Lease, or of possession of
the Equipment, or any portion thereof, and shall fail or refuse
to cause such assignment or transfer to be cancelled by agree-
ment of all parties having any interest therein and to recover
possession of such Equipment within five days after written
notice is given by the Lessor to the Lessee demanding such
cancellation and recovery of possession; or

(c) The Lessee shall default in its observance or per-
formance of any other of the covenants, conditions and agree-
ments on its part contained herein and such default shall
continue for 30 days after written notice from the Lessor is
delivered to the Lessee specifying the default and demanding
that the same be reicedied; or

(d) A petition for reorganization under Section 77 of
the Bankruptcy Act, as now constituted or as said Section 77
may be hereafter amended, shall be filed by or against the
Lessee, and if filed against the Lessee, shall not be dis-
missed by court order within 30 days aftez such filing; or

(e) Any other proceedings shall be commenced by or
against the Lessee for any relief under any bankruptcy or
insolvency laws, or lavs relating to the relief of debtors,
readjustments of indebtednessf reorganizations, arrangements,
compositions or extensions (other than a law which does not
permit any readjustment of the indebtedness payable here-
under), and if such proceedings are involuntary, they shall
have continued for a period in excess of 30 days.

\

14.2 Remedies. If any^Event of Default has occurred
and is continuing, the Lessor, at its option, may.

(a) Proceed by appropriate court action or actions,
either at law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease or to re-
cover damages for the breach thereof; or

(b) By notice in writing to the Lessee, teminate
•• this Lease, whereupon all right of the Lessee to the use
• of the Equipment shall absolutely cease and terminate as
• though this Lease had never been made, but the Les&ee
shall remain liable as hereinafter provided; and thereupon,
the Lessor may by its agents enter upon the premise* of the
Lessee or other precises where any of the Equipment may be
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located and take possession of all or any of ouch Equipment
and thenceforth hold, possess and enjoy the same free from
any right of the Lessee, or its successors or assigns, to
use the Equipment for any purpose whatever, but the Lessor
shall, nevertheless, have a right to recover from the Lessee
any and all amounts which may have accrued to the date of
such termination (computing the rental for any number of days
less than a full rental period by a fraction of which the
numerator is such accrued number of days in such full rental
period and the denominator is the total number of days in
such full rental period) and also to recover forthwith from
the Lessee (i) as damages for loss of the bargain and not as
a penalty, a sum, with respect to each Item of Equipment,
which represents the excess of the present worth, at the
time of such termination, of all rentals for such Item which
would otherwise have accrued hereunder from the date of such
termination to the end of the term of this Lease over the
then present worth of the then fair rental value of such
Item for such period computed by discounting from the end
of such term to the date of such termination rentals which
the Lessor reasonably estimates to be obtainable for the use
of the Item during such period, such present worth to be com-
puted in each case on a basis of a 5-3/4Z per annum discount,
compounded monthly from the respective dates upon which ren-
tals would have been payable hereunder had this Lease not
been terminated; and (ii) any damages and expenses including
reasonable attorney's fees, in addition thereto which the
Lessor shall have sustained by reason of the breach of any
covenant or convsnants of this Lease, other than for the
payment of rental.

14.3 Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive, but
shall be cumulative and shall be in addition to all other remedies
in its favor existing at lav or in equity. The Lessee hereby waives
any mandatory'requirements of lav ̂ now or hereafter in effect, which
might limit or modify any of the remedies herein provided, to the
extent that such waiver is permitted by lav.

14.4 Lessor's Failure to Exercise Rights. The failure
of the Lessor to exercise the rights granted it hereunder upon any
occurrence of any of the contingencies set forth herein shall not
constitute a waiver of any such right upon the continuation or re-
currence of any such contingencies or similar contingencies.

i
SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT.

15.1 Lessee's Duty to Return. If the Lessor <r the
Assignee ahall terminate this Lease pursuant to Section 14 hereof,
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the Lessee shall forthwith deliver possession of the Equipment
to the Lessor. For the purpose of delivering possession of any
Item of Equipment to the Lessor as above required, the Lessee
shall at its own cost, expense and risk (except as hereinafter
stated):

(a) Forthwith place such Equipment in such reasonable
storage place on the Lessee's lines of railroad as the Lessor
may designate or, if Lessee has no such space available, then
on a line owned by another company, or in the absence of such
designation, as the Lessee may select;

(b) Permit the Lessor to store such Equipment in such
reasonable storage place as selected in accordance with Sec-
tion 15.1(a) above for a period not exceeding 180 days all
at the risk of the Lessee;

(c) Transport the Equipment, at any time within such
180 day period, to any place on the lines of railroad oper-
ated by the Lessee or to any connecting carrier for ship-
ment, all as the Lessor may reasonably direct upon not less
than 30 days' written notice to the Lessee.

15.2 Specific Performance. The assembling, delivery,
storage and transporting of the Equipment as hereinbefore pro-
vided are of the essence of this Lease, and upon application to
any court of equity having jurisdiction in the premises, the Lessor
shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so as to assemble, de-
liver, store and transport the Equipment.

15.3 Lessor Appointed Lessee's Agent. Without in any
way limiting the obligations ol the Lessee under the foregoing
provisions of this Section 15, the Lessee hereby irrevocably ap-
points the Lessor as the agent and/attorney of Lessee, with full
power and authority, at any time while the Lessee is obligated to
deliver possession of any Items of Equipment to Lessor, to demand
and take possession of such Item in the name and on behalf of the
Lessee from whosoever shall be at the time in possession of such
Item.

SECTION 16. ASSIGNMENT BY LESSOR AND ABATEMENT.

: 16.1 Assignment. This Lease and all rent and other
sums due and to become due hereunder have been assigned by the
Lessor to the Assignee, and all rent and other sums due Juid to
become due hereunder ahall be paid to TRANSPORTATION CORPORATION
OF AMERICA, P.O. Box 218, Chicago Heights. Illinois 60AH, or at
such other place as the Assignee shall specify in writing. With-
out limiting the foregoing, the Lessee further acknowledges and
agrees that (i) the rights of the Assignee in and to the sums
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Iayable by the Lessee under any provisions of this Lease shall.e absolute and unconditional and shall not be sublect to any abate-
ment whatsoever except as in Section 16.2 and shall not be subject
to any defense, set-off, counterclaim or recoupment whatsoever
whe-ther by reason of or defect in Lessor's title, or any. inter-
ruption from whatsoever cause (other than from a wrongful act of
the Assignee) in the use, operation or possession of the Equipment
or any part thereof or any damage to or loss or destruction of the
Equipment or any part thereof, or by reason of any other indebted-
ness or liability, howsoever and whenever arising, of the Lessor
to the Lessee or to any other person, firm or corporation or to any

fovernmental authority or for any cause whatsoever, it being thentent hereof that, except in the event of a wrongful act on the
part of the Assignee, the Lessee shall be unconditionally and ab-
solutely obligated to pay the Assignee all of the rents and other
sums which are the subject matter of the assignment; and (ii) the
Assignee shall have the sole right to exercise all rights, privi-
leges and remedies (either in its own name or in the name of the
Lessor for the use and benefit of the Assignee) which by the terms
of this Lease are permitted or provided to be exercised by the
Lessor.

16.2 Abatement. The Lessee shall not be entitled to
any abatement of rent or reduction thereof, including, but not
limited to, abatements or reductions due any present or future
claims of the Lessee against the Lessor under this Lease or other-
wise or against the manufacturer or against the Assignee, nor
except as otherwise expressly provided herein, shall this Lease
terminate, or the respective obligations of the Lessor and the
Lessee be otherwise effected, by reason of any defect In or damage
to or loss or destruction of all or any of the Equipment from what-
soever cause, the taking and requisitioning of the Equipment by
condemnation or otherwise, the lawful prohibition of Lessee's use
of the Equipment, the Interference with the use by any government,
private person or corporation, or for any other cause whether
similar or dissimilar to the foregoing, any present or future
law to the contrary notwithstanding-, it being the Intention of
the parties hereto that the rents and other amounts payable by
the Lessee hereunder shall continue to be payable in all events
unless the obligation to pay the same shall be terminated pur-
suant to Section 11.4 hereof.

SECTION 17. ASSIGNMENTS BY LESSEE; OPERATION AND POSSESSION.
*

* 17.1 Lessee *s- Rights to the Equipment. So long as the
Lessee shall not be in default under this Lease, the Lessee shall
be entitled to the possession and use of the Equipment £n~accor-
dance with the terms of this Lease, but, without the pribr written
consent of the Lessor, the Lessee shall not sublease, assign, trans
fer or encumber its leasehold interest under this Lease in any of
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the Equipment (except to the extent that the provision of any
mortgage now existing or hereafter created on any of the lines
of the Lessee may subject such leasehold interest to the lien
thereof). The Lessee shall not, without the prior written con-
sent of the Lessor, part with the possession or control of, or
suffer or allow to pass out of its possession or control, any
of the Equipment, except to the extent permitted by the provisions
of Section 17.2 hereof.

17.2 Operation and Possession on Lines Other Than
Lessee's Own. So long as the Lessee shall not be in default under
this Lease, the Lessee shall be entitled to the possession of the
Equipment and to the use thereof upon the lines of railroad owned
or operated by it (either alone or jointly) or by any corporation,
a majority of whose voting stock (i.e., having ordinary voting power
for the election of a majority of its Board of Directors) is owned
directly or indirectly by the Lessee, or upon lines of railroad
over which the Lessee or such corporation has trackage or other
operating rights or over which Equipment of the Lessee is regularly
operated pursuant to contract, and also to permit the use of the
Equipment upon connecting and other railroads in the usual inter-
change of traffic, but only upon and subject to all the terms and
conditions of this Lease. Notwithstanding the foregoing, the Lessee
will not assign any Item of Equipment to service including the
regular operation and maintenance thereof outside the continental
United States of America. However, the Equipment may be inter-
mittently but not regularly used in Canada as provided in Section 8
of this Lease. No assignment or sublease entered into by the Lessee
hereunder shall relieve the Lessee of any liability or obligations
hereunder which shall be and remain those of a principal and not a
surety.

17.3 Merger. Consolidation or Acquisition of Lessee.
Nothing in this Section 17 shall be deemed to restrict tne right of
Lessee to assign or transfer its leasehold interest under this Lease
in the Equipment or possession of ,the Equipment to any corporation
(which shall have duly assumed the obligations hereunder of Lessee)
into or with which the Lessee shall have become merged or consoli-
dated or which shall have acquired the property of Lessee as an
entirety or substantially as an entirety.

SECTION 18. OPINION OF COUNSEL.

: 18.1 Lessee's Counsel. Concurrently with the delivery
and*acceptance of the first Item of Equipment hereunder, the Lessee
will deliver to the Lessor six counterparts of the written Opinion
of Counsel for the Lessee addressed to the Lessor and toHthe Assignee,
in scope and substance satisfactory to the Lessor, to the effect that:

-15-



(a) The Lessee is a corporation legally incorporated
and validly existing, in good standing, tinder the lavs of
the state of its incorporation;

(b) The Lessee has the corporate or other power and
authority to own its property and carry on its business as
now being conducted and to execute and perform this Lease,
and is duly qualified to do business as a foreign corporation
in all states in which such qualification is necessary to
carry out the terms of the Lease;

(c) The Lease has been duly authorized, executed and
delivered by the Lessee and constitutes the valid, legal
and binding agreement of the Lessee enforceable in accor-
dance with its terms, except as such terns may be limited
by bankruptcy, insolvency, or similar laws affecting the
enforcement of creditors' rights generally;

(d) This Lease has been filed and recorded with the
Interstate Commerce Commission pursuant to
the Interstate Commerce Act and no other filing, recording
or depositing is necessary to protect the Lessor's title to
the Equipment in the United States of America;

(e) No approval, consent or withholding of objection
is required from any public regulatory body with respect to
the entering into or performance by the Lessee of said Lease;

(f) The execution and delivery by the Lessee of this
Lease does not violate any provision of any law, any order
of any court or governmental agency, the Charter or By-lavs
of the Lessee, or any indenture, agreement, or other instru-
ment to which the Lessee is a party or by which it, or any
of its property is bound, and will not be in conflict with,
result in the breach of, or constitute (with due notice and/
or lapse of time) a default under any such indenture, agree-
ment or other instrument, Or result in the creation or im-
position of any lien, charge'or encumbrance of any nature
whatsoever upon any of the property or assets of the Lessee,
except as contemplated and permitted hereby;

(g) No consent, approval or authorization of any govern-
mental authority is required on the part of the Lessee in con-
nection with the execution and delivery of this Lease; and

•
»

« (h) As to any other matter which the Lessor shall
• reasonably request.

18.2 Lessor's Counsel. Concurrently with the delivery
and acceptance of the first Item of Equipment hereunder, the Lessor
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will deliver to the Lessee a written Opinion of Counsel for the
Lessor addressed to the Lessee, in scope and substance satisfac-
tory to the Lessee, to the effect that: ;

(a) The Lessor is a corporation legally incorporated
and validly existing, in good standing, under the lavs of
the State of Illinois;

(b) The Lessor has the corporate or other power and
authority to own its property and carry on its business as
now being conducted and to execute and perform this Lease,
and is duly qualified to do business as a foreign corpora-
tion in all states in which such qualification is necessary
to carry out the terms of the Lease;

(c) This Lease has been duly authorized, executed and
delivered by the Lessor and constitutes the valid, legal and
binding agreement of the Lessor enforceable in accordance
with its terms, except as such terms may be limited by bank-
ruptcy, insolvency, or similar laws affecting the enforce-
ment of creditors' rights generally; and

(d) The execution and delivery by the Lessor of this
Lease does not violate any provision of any law, any order
of any court or governmental agency, the Charter or By-laws
of the Lessor, or any indenture, agreement, or other instru-
ment to which the Lessor is a party or by which it, or any
of its property is bound, and will not be in conflict with,
result in the breach of, or constitute (with due notice and/
or lapse of tine) a default under any such indenture, agree-
ment or other instrument.

SECTION 19. INTEREST ON OVEEPUE RENTALS AND AMOUNTS PAID BY LESSOR.

Anything to the contrary herein contained notwithstanding,
any nonpayment of rentals due hereunder, or amounts properly expended
(no interest shall accrue to Lessee until written notice of such ob-
ligation or expenditure is given to Lessee) by the Lessor on behalf
of the Lessee, shall result in the additional obligation on the part
of the Lessee to pay an amount equal to 127. per annum (or the lawful
rate, whichever is less) on the overdue rentals and amounts expended
for the period of time during which such rentals are overdue or such
amounts expended and not repaid.

*
SECTION 20. MISCELLANEOUS.

20.1 Notices. Any notice required or permitted to be
given by any party hereto shall be deemed to have been given when
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e.rsonally delivered or three business days after being deposited
in the United States certified mails, first class postage prepaid,
addressed as follows:

If to the Lessor:/ •

TRANSPORTATION CORPORATION OF AMERICA
P.O. Box 218
Chicago Heights, Illinois 60411

Attn: Vice President - Finance

If to the Lessee, to the address specified in Schedule A.

If to the Assignee, to the address specified in Schedule A.

or addressed to any of the parties above at such other address as
such party shall hereafter furnish to the other parties in writing.

20.2 Execution in Counterparts. This Lease, and any
lease supplemental hereto, may be executed in several counterparts,
each of which so executed shall be deemed to be an original and in
each case such counterparts shall constitute but one and the same
instrument.

20.3 Lav Governing. This Lease shall be construed in
accordance with the laws of Illinois; provided, however, that the
parties shall be entitled to all rights conferred by any applicable
Federal statute, rule or regulation.

20.4 Successors and Assigns. This Lease shall be binding
upon and shall inure to the benefit of the Lessee and the Lessor and
their respective permitted successors and assigns, and the term
"Lessor" shall, where appropriate, be deemed to include the Assignee

20.5 Date of Lease. This Lease is dated as of the date
first above written but in tact was executed by the respective
parties on the dates indicated within the notarizations hereof.

ATTEST:

Assistant Secretary

(CORPORATE SEAL)

ATTEST:

Assistant Secretary6^
(CORPORATE SEAL)

TRANSPORTAT

By:

RICA

PEND OREILLE

f resident

RAILROAD, INC.

L.T. Cecil ^Vice President
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STATE OF ILLINOIS )
\ gg

COUNTY OF C 0 0 K )

day of /?<f / before me per-
to me personally

known who' being by me duly sworn, says that he is a :23̂  President

On this
sonally appeared
known who being I
of TRANSPORTATION" CORPORATION OF AMERICA, an Illinois corporation,
that one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its Board
of Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

(SEAL)

My Commission Expires:

Notary Public

STATE OF CALIFORNIA)
) SS.

COUNTY OF SAN DIEGO)

On this 17th 'day of
tonally appeared L. T. Cecil

August, 1981 before me per-
.«—**7 «r *,«»*-- L. T. Cecil . to me personally
known who being by me duly svom, says that he is Vice President
of Pend Or.eiile Valley Railroad, Inc:. an Washington

tnat one ol the seals attixed to the toregoIng tnstru-corporation,
ment is the corporate teal of said corporation, that said Instru-
ment was signed and sealed on behalf of said corporation by authority
of its Board of Directors, and he acknowledged that the execution of
the foregoing instrument was the free .act and deed of said corporation,

Notany' Public

(SEAL)

My Commission Expires August 25, 1981
OFFICIAL SEAL i

MARY ANN J. McKENNA \
NOTARY PUBLIC • CALIFORNIA J

Principal Office, San Diego Co. Calif. »J

My Commission Exp. Aug. 25, 1981 *'
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SCHEDULE A

MANUFACTURER:

PLANT OF MANUFACTURER:

DESCRIPTION OF EQUIPMENT

CAR NUMBERS:

CAR OWNER'S MARKS:

SPECIFICATIONS:

BASE PRICE PER CAR:

DELIVER TO:

PLACE OF DELIVERY:

ESTIMATED DELIVERY DATE:

OUTSIDE DELIVERY DATE:

FIXED RENTAL PAYMENTS:

RENTAL TERM:

DESIGNATED USE OF CARS;

ADDRESS OF LESSEE:

Thrall Car Manufacturing Company

Chicago Heights, Illinois

6,740 cubic foot woodchip cars

POVA 35201 to 35235

Leased from TRANSPORTATION CORPORATION
OF AMERICA, Owner and Lessor, and sub-
ject to a security interest in favor
of a third party creditor recorded
with the Interstate Commerce Commission

GN-100-60-156

$47,000 plus transportation

Fend Oreille Valley Railroad, Inc.

Newport, Washington

September - October, 1981

October 31, 1981

One Hundred Eighty (180) monthly
rental payments for each Item of
Equipment in advance in the amount
of $500.00 per month for each Item
of Equipment plus a monthly prorate
of transportation costs from Chicago
Heights, Illinois to Newport, Washing-
ton

One Hundred Eighty (180) consecutive
full calendar months immediately fol-
lowing the date the last Item of the
Items of Equipment which are the sub-
ject of this Schedule A is delivered
to the Lessee prior to the Outside
Delivery Date.

Woodchip service.

Pend Oreille Valley Railroad, Inc.
P. 0. Box 598
Metaline Falls, Washington 99153



CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE

To:" TRANSPORTATION CORPORATION OF AMERICA ("Lessor") and

THRALL CAR MANUFACTURING COMPANY ("Manufacturer")

I, a duly Appointed inspector and authorized representa-
tive of ("Lessee"),
do hereby certify that I have inspected and accepted delivery, on
behalf of the Lessee and under the Equipment Lease dated as of

between the Lessor and the Lessee, the
following; Items of Equipment ("Equipment") :

TYPE OF EQUIPMENT:

PLACE ACCEPTED:

DATE ACCEPTED:

NUMBER OF ITEMS:

NUMBERED:

I do further certify that the foregoing Equipment is in
good order and condition, and conforms to the specifications applic-
able thereto, and at the time of delivery to the Lessee there was
plainly, distinctly, permanently and conspicuously marked in con-
trasting colors upon each aide of each Item of Equipment the follow-
ing legend in letters not less than one inch in height:

"Leased from TRANSPORTATION CORPORATION OF AMERICA
as owner and Lessor, and subject to a security interest
in favor of a third party creditor recorded with the
Interstate Commerce Commission."

The execution of this Certificate will in no way relieve
or decrease the responsibility of the Manufacturer of the Equipment
for warranties it has made with respect to the Equipment.

inspector and Authorized
Representative of Lessee

SCHEDULE B



SCHEDULE OF CASUALTY VALUE

The Casualty Value of an Item of Equipment as of the date of
a casualty occurrence shall mean that amount so determined as
the depredated valuation of such item of equipment as provided
for 1n the Interchange Rules of the Association of American
Railroads.

SCHEDULE "C"
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EQUIPMENT LEASE

Number 071581

Dated AS of August 17, 1981

Between

TRANSPORTATION CORPORATION OF AMERICA

And
»

PEND OREILLE VALLEY RAILROAD, INC.



THIS EQUIPMENT LEASE dated as of August 17, 1981 between
tTRANSPORTATION CORPORATION OF AMERICA, an Illinois corporation (the
"Lessor"), «nd PEND OREILLE VALLEY RAILROAD, INC.
(the "Lessee");

W I T N E S S E T H :

WHEREAS, the Lessor has agreed to purchase front THRALL
CAR MANUFACTURING COMPANY (the "Manufacturer1') the railroad equip-
ment (collectively the "Equipment" and individually an "Item of
Equipment") described in Schedule A attached hereto and made a
part hereof; and

WHEREAS, the Lessor has or intends to assign all its rights,
titles and interests hereunder to the Assignee specified within Schedule
A ("Assignee")i and

WHEREAS, the Lessee desires to lease all of the Items of
Equipment or such lesser number as are delivered to and accepted on
or prior to the outside delivery date set forth in said Schedule, at
the rentals and for the terms and upon the conditions hereinafter
provided;

NOW. THEREFOR!, in consideration of the premises and of
the rent/Is to be paid and the covenants hereinafter mentioned to be
kept and performed by the Lessee, the Lessor hereby leases the Equip-
ment to the Lessee upon the following terms and conditions:

*

SECTION l^ DELIVERY AND ACCEPTANCE OF EQUIPMENT.

The Lessor will cause each Item of Equipment to be tendered
to the Lessee'at the place of delivery set forth in Schedule A. Upon
such tender', the Lessee will cause an authorized representative of
the Lessee to inspect the same, and if such Item of Equipment is
found to conform to the specifications therefor, to accept delivery
of such Itea of Equipment and to execute and deliver to the Lessor
and to the Manufacturer thereof a certificate of acceptance (herein-
after called "Certificate of Acceptance") substantially in the form
attached hereto as Schedule B, whereupon such Item of Equipment
shall be deemed to have been delivered to and accepted by the Lessee
and shall be subject thereafter to all of the terms and conditions of
this Lease.•

Lessor shall not be responsible for failure tor-deliver any
Item of Equipment due to occasions beyond its control, auch as, but
not limited to, labor disputes, defaults of material suppliers, natural
disasters and defaults of carriers; provided however, in no event shall
Lessee be obligated to accept any Equipment tendered for delivery after
the Outside Delivery Date specified in Schedule A.
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SECTION 2. RENTALS AND PAYMENT DATES.

• 2.1 Rent. This is a net lease and Lessee agrees to pay
to Lessor in immediately available United States funds the monthly
rental stated in Schedule A ("Fixed Rental") covering said cars from
the date each car is delivered to the Lessee, and until cars are
delivered to Lessor upon expiration of the rental term specified in
said Schedule A. Such rentals shall be paid to the Lessor, P. 0. Box
218, Chicago Heights, Illinois 60411, or such other place as the Lessor
or its Assignees pursuant to Section 16 hereof may hereafter direct.
Payment with respect to each Item of Equipment will be made on the first
day of every month during the rental term thereof 60 days in arrears,
except that on the first monthly payment date for each Item of Equip-
ment, the next rent paid with respect thereto shall be pro rata for
the period intervening the date of delivery.

2.2 Investment Tax Credit. The parties hereto agree
that the Lessor shall be entitled to all Investment Tax Credit on
all subject cars as provided in the applicable provisions of the
Internal Revenue Code of 1954, as amended to the date hereof. If any
portion or all of such Credit is at any time or times not available
to Lessor because of any act or omission of the Lessee, the Fixed
Rental hereunder shall immediately increase by an amount which is
equal to the after tax value of such unavailable investment tax cred-
it.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equipment shall
begin on the date of delivery to and acceptance by the Lessee of
such Item of Equipment and, subject to the provisions of Section 11
and Section 14 hereof, shall terminate on the last day of the Rental
Term stated in Schedule A.

t

SECTION 4. TITLE TO THE EQUIPMENT. v ,

4.1 Lessor is Owner. The Lessor warrants and represents
it is acquiring full legal title to the Equipment, and it is under-
stood that Lessee shall acquire no right, title or interest to the
Equipment except as Lessee hereunder notwithstanding the delivery
of the Equipment to and the possession and use thereof by the Lessee.

4.2 Ownership Marking. The Lessee shall plainly, per-
manently stencil the ownership legend specified in Schedule B on
each side of each Item of Equipment in letters not less than one
(1) inch in height and the car numbers specified within Schedule A,
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ami immediately replace any such stencilling which becomes illegible,
wholly or in part. Should changes or additions be required in the
foregoing legend, Lessee shall make such changes or additions, and the
expense thereof shall be borne by the Lessee. The Lessee shall keep
the Equipment free from any marking which might be interpreted as a
claim of ownership thereof by anyone other than the Lessor; and will
not change, or permit to be changed, the identifying car numbers (except
as provided in Section 4.3 hereof).

4.3 Advertising. Lessee may place advertising (including
names, or initials, or other insignia customarily used by the Lessee
on Equipment of the same or similar type) on each Item of Equipment,
so long as such does not designate the Lessee as owner. Lessee, upon
prior written consent of Lessor and Assignee, may change the car num-
bers of any one or more than one of the Items of Equipment, all at
Lessee's expense.

4.4 Car Numbers. Lessee represents, warrants and cove-
nants that each Item of Equipment is now or will be prior to being
placed in operation and shall remain throughout the term of this Lease
marked and identified in accordance with the car numbers provided for
within Schedule A attached hereto.

SECTION 5. DISCLAIMER OF WARRANTIES.

Lessor makes no warranty or representation of any kind,
either express or implied, as to any matter whatsoever, including
specifically but not limited to, merchantibility, fitness for a parti-
cular purpose, or the manufacture of the Items of Equipment; and Les-
sor shall have no liability hereunder for damages of any kind, includ-
ing but not limited to, special, indirect, incidental, or consequential
damages. Lessor agrees to assign to Lessee all warranties it has re-
ceived from the manufacturer of the Items of Equipment and shall co-
operate with Lessee and take such aqtion as may be reasonably requested
to enable Lessee to enforce such rights.

SECTION 6. LESSEE'S INDEMNITY.

6.1 Scope of Indemnity. The Lessee shall defend, in-
demnify and save harmless the Lessor and its successors and assigns
from and against:

(a) any and all loss or damage of or to the Equipment,
usual wear and tear excepted; and
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• • • (b) any claim, cause of action, damages, liability, cost
or expense (including reasonable counsel fees and costs in con-
nection therewith) which may be incurred in any manner by or for

' the account of any of them (i) relating to the Equipment or any
part thereof, including delivery, leasing or return of the Equip-
ment or as a result of the use, maintenance, repair, replacement,
operation or the condition thereof (whether defects are discover-
able by the Lessor or by the Lessee); (except as to those things
over which the Lessee has no control, including but not limited
to design, construction, patent infringements, etc.) (ii) by
reason or as the result of any act or omission of the Lessee for
itself as agent or attorney-in-fact for the Lessor hereunder; or
(iii) as a result of claims for negligence or strict liability in
tort as to the Lessee's use of the Equipment or possession there-
of.

6.2 Continuation of Indemnities and Assumptions. The
indemnities and assumptions of liability in this Section 6 contained
shall continue in full force and effect notwithstanding the termina-
tion of this Lease, or the termination of the term hereof in respect
of any one or more Items of Equipment, whether by expiration of time,
by operation of law or otherwise; provided, however, that such in-
demnities and assumption of liability shall not apply in respect of
any matters referred to in subsection (a) or clause (i) or (ii) or
(iii) of subsection (b) of Section 6.1 hereof, arising after the termi-
nation of this Lease, except for any such matters arising after such
termination in connection with the Lessee's assembling, delivering,
storing or transporting of the Equipment as provided in Section 13 or
15, as the case may be. The Lessee shall be entitled to control and
has full responsibility for the defense of such claim or liability.

SECTION 7. RULES, LAWS AND REGULATIONS.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including the rules of the United
States Department of Transportation) with respect to the use, mainten-
ance and operation of each Item of Equipment subject to this Lease.
In case any equipment or appliance is required to be installed on such
Item of Equipment in order to comply with such laws, regulations, re-
quirements and rules, the Lessee agrees to make such changes, addi-
tions and replacements without cost or expense to the Lessor. Lessor
warrants that Equipment will comply with all rules of the Association
of American Railroads and governmental bodies having jurisdiction at
the time of delivery for operation in interchange over railroads in
the United States.

SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the continental
United States of America; however, said Equipment may be used inter-
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'mittently in Canada (such intermittent use shall be of such a term
so as not to jeopardize the U.S. Internal Revenue Code defined
.Investment Tax Credit, and such use shall not be on a regular or
sustained basis), and such Equipment shall be used only in the manner
for which it is the Designated Use of Cars as specified .within Schedule
A and so as to subject it only to ordinary wear and tear. The Lessee
shall, at its own cost and expense, maintain and keep the Equipment in
good order, condition and repair, ordinary wear and tear excepted,
suitable for use in interchange. The Lessee shall not modify any
Item of Equipment without the written authority and approval of the
Lessor which shall not be unreasonably withheld. Any parts installed
or replacements made by the Lessee upon any Item of Equipment shall
be considered accessions to such Item of Equipment and title thereto
shall be immediately vested in the Lessor, without cost or expense
to the Lessor.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satisfy and discharge any and all
claims against, through or under the Lessee and its successors or
assigns which, if unpaid, might constitute or become a lien or a
charge upon the Equipment, and any liens or charges which may be
levied against or imposed upon any Item of Equipment as a result
of the failure of the Lessee to perform or observe any of its
covenants or agreements under this Lease, but the Lessee shall not
be required to pay or discharge any such claims so long as it shall,
in good faith and by appropriate legal proceedings, contest the
validity thereof in any reasonable manner which will not affect or
endanger the title and interest of^the Lessor to the Equipment.
The Lessee's obligations under this Section 9 shall survive ter-
mination of the Lease as to any claims the basis of which occurred
prior to the Lessee's assembly, delivery, storing, or transporting
of the Equipment as provided in Section 13 or 15, as the case may
be.

*
*

>.'. '
SECTION 10. FILING. PAYMENT OF FEES AND TAXES.

10-1 Filing. Prior to the delivery and acceptance of
the first Item of Equipment, the Lessee will, at its sole expense,
cause this Lease and, if and when requested by Lessor, all collateral
documentation and any assignments thereof, to be duly filed, recorded
or deposited in conformity with the Interstate Commerce
Act.and in such other places within or without the United States as
the.Lessor may reasonably request for the protection of its title
or the security interest of the Assignee and will furnish the Lessor
proof thereof. The Lessee will, from time to time, do and perform
any other act and will execute, acknowledge, deliver, file, register
and record (and will refile, re-register, or re-record whenever
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required) any and all further Instruments required by lav or reason-
ably requested by the Lessor, for the purpose of protecting the
Lessor's title to and Assignee's security interest in the Equipment,
to the satisfaction of the Lessor's counsel or for the purpose of
carrying out the intention of this Lease, and in connection with any
such action, will deliver to the Lessor proof of such filings and an
opinion of the Lessee's counsel that such action has been properly
taken. The Lessee will pay all costs, charges and expenses incident
to any such filing, re-filing, recording and re-recording or depositing
and re-depositing of any such instruments or incident to the taking
of such action.

10,2 Payment of Taxes. The Lessee, or the Lessor at the
Lessee's expense, shall report, pay and discharge when due all license
and registration fees, assessments, tales, use and property taxes,
gross receipts taxes arising out of receipts from use or operation
of the Equipment, import and export duties and charges, and any
other taxes, fees and governmental charges similar or dissimilar
to the foregoing (excluding any tax measured by the Lessor's net
income and any cross receipts or gross income taxes in substitution
for or by way of relief from the payment of taxes measured by such
net income, provided that the Lessee agrees to pay that portion of
any such tax on or measured by rentals payable hereunder or the net
income therefrom which is in direct substitution for, or which re-
lieves the Lessee from, a tax which the Lessee would otherwise be
obligated to pay under the terms of this Section), together with
any penalties or Interest thereon, imposed by any state, Federal
or local government upon any Item of Equipment and whether or not
the same shall be assessed against or in the name of the Lessor or
the Lessee;provided, however, that,the Lessee shall not be required
to pay or discharge any such tax or assessment (i) so long as it
shall, in good faith and by appropriate legal proceedings, contest
the validity thereof in any reasonable manner which will not affect
or endanger the title and interest of the Lessor to the Equipment;
however, the Lessee shall reimburse the Lessor for any damages or
expenses resulting from such failure to pay or discharge; or (ii)
as to assessments against or in the name of anyone other than the
Lessee, until 20 days after written notice (including a copy of a
written notice thereof received by Lessor, if such was in fact so
received by the Lessor) thereof shall have been given to the Lessee.

*

SECTION 11. INSURANCE PAYMENT FOR CASUALTY OCCURRENCE OR EQUIPMENT
UNSERVICEABLE FDR USE.

* 11.1 Insurance. The Lessor and the Assignee shall be
named as additional insureds, as their interests may apnkar upon all
Public Liability insurance now issued to the Lessee, and any replace-
ment thereof.
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11.2 Duty of Lessee to Notify Lessor. In the event that
any Item of Equipment shall be or become lost, stolen, destroyed, or,
in the opinion of the Lessee, irreparably damaged or shall be con-
demned, or shall be requisitioned or taken over by any governmental
authority under the power of eminent domain or otherwise during the
term of this Lease for a stated period which extends beyond the term
of this Lease (any such occurrence, except for any governmental requi-
sition or taking which by its terms does not exceed the term of this
Lease, being hereinafter called a "Casualty Occurrence"), the Lessee
shall promptly and fully (after it has knowledge of such Casualty
Occurrence) inform the Lessor in regard thereto.

11.3 Payment for Casualty Loss. The Lessee shall on each
rental payment date pay to the Lessor in addition to the installment
of rent otherwise due and payable on that date with respect thereto,
a sum equal to the Casualty Value as of such date of any Item or Items
of Equipment which have suffered a Casualty Occurrence that has come
to the knowledge of the Lessee during the preceding calendar month.

11.4 Rent Termination. Upon (and not until) payment of
the Casualty Value in respect of any Item or Items of Equipment and
the rental installment due on such payment date, the obligation to
pay rent for such Item or Items of Equipment accruing subsequent to
the Casualty Value payment date shall terminate, but the Lessee shall
continue to pay rent for all other Items of Equipment.

11.5 Disposition of Equipment. The Lessee shall, as agent
for the Lessor, dispose of such Item or Items of Equipment having
suffered a Casualty Occurrence as soon as it is able to do so for the
fair market value thereof. Any such disposition shall be on an "as
is", "where is" basis without representation or warranty, express or
implied. As to each separate Item of Equipment so disposed of, the
Lessee may retain all amounts of such price plus any insurance pro-
ceeds and damages received by the Lessee, by reason of such Casualty
Occurrence up to the Casualty Value attributable thereto and shall
remit the excess, if any, to the Lessor. In disposing of such Item
or Items of Equipment, the Lessee shall take such action as the Lessor
shall reasonably request to terminate any contingent liability which
the Lessor might have arising after such disposition from or connected
with such Item or Items of Equipment and the Lessor will, at the
written request of the Lessee, execute a release in respect of its
interest in any such Item or the salvage thereof in order to complete
such disposition. In the event the Lessor receives money from any
governmental authority upon any such Casualty Occurrence, the Lessor
shall apply that money in the same manner as it is required to do
upon its or the Lessee receiving monies for any other Casualty Occur-
rence under this Section.

11.6 Casualty Value. The "Casualty Value" of each Item of
Equipment shall be an amount determined in accordance with Schedule C
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which Is attached hereto and made a part hereof.

11.7 Risk of Lose. The Lessee shall bear the risk of
loss and, except as hereinabove in this Section 11 provided, shall
not" be released from its obligations hereunder in the event of any
Casualty Occurrence to any Item of Equipment from and after the date
hereof and continuing until payment of the Casualty Value in respect
of such Item of Equipment has been made, such Item or the salvage
thereof has been disposed of by the Lessee and the title to such Item
or the salvage thereof and all risk of loss and liabilities incident
to ownership have been transferred to the purchaser of such Item or
the salvage thereof.

11.8 Eminent Domain. In the event that during the term
of this Lease the use of any Item of Equipment is requisitioned or
taken by any governmental authority under the power of eminent domain
or otherwise for an indefinite period or for a stated period which
does not exceed the term of this Lease, the Lessee's obligation to
pay rent shall continue for the duration of such requisitioning or
taking. The Lessee shall be entitled to receive all sums payable
for any such period by such governmental authority as compensation
for such requisitioning or taking of possession to an amount equal
to the rent paid or payable hereunder for such period, and the balance,
if any, shall be payable to and retained by the Lessor as its sole
property. All such monies so received by the Lessee shall, to the
extent Lessee has not already paid such rent to the Lessor, forth-
with be delivered to the Lessor by the Lessee and shall be applied
by the Lessor to reduce the Lessee's obligations to the Lessor as
otherwise provided under the terms of this Lease.

*

SECTION 12. ANNUAL REPORTS.

12.1 Lessee's Financial Statements. Commencing with the
year 1981, .the Lessee will furnish to the Lessor or Its assigns
current quarterly and year-end ̂ financial statements throughout the
term of this Lease. '' '-

12.2. Annual Certification. On or before April 1 in each
year beginning in 1982 and thereafter throughout the term of this
Lease and any extensions thereof, the Lessee shall deliver to the
Lessor an Annual Certification signed by the President or any Vice
President of the Lessee and dated within 15 days of the date of it
being delivered to the Lessor. That Annual Certification shall be
in the following form:
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Annual Certification
i

To Lessor:
• •>

From Lessee:

Subject Lease Date:

Date of this Annual Certificate:

Car Numbers:

The undersigned hereby certifies to the Lessor that:

1. Be is a duly authorized officer of the Lessee;

2. That he, on behalf of the Lessor, represents and
varranta that the facts herein stated are true;

3. That each railroad car herein scheduled is in good
order and repair, is in all respects maintained in accordance with
the terms of subject Lease, and is in actual service except for the
following specified cars:

A. It etna of Equipment lost, damaged, destroyed
or for any other reason unserviceable - cars numbered:

0

B. Items of Equipment undergoing repairs or with-
drawn from use for repairs - car numbered:

4. ,The legend required by Section 4.2 of the subject
Lease has been renewed on all Items of Equipment that have been
repainted or repaired since the date of the last preceding cer-
tificate, or in the case of the first certificate, since the date
of this tease.

Lessee:

By:
President/vice President
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12.3 Lessor's Inspection Rights. In addition to the fore-
going, the Lessor and the Assignee each shall have the right, at their
sole cost and expense by their authorized representative, to inspect
the Equipment and the Lessee's records with respect thereto, at such
times as shall be reasonably necessary to confirm to the Lessor or,
thereof during the continuance of this Lease. In the event the Lessor's
inspection reveals any failure of Lessee to comply with any term of this
Lease, the Lessee must promptly comply with all terms of this Lease.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

A. Upon the expiration of the term of this Lease whether
by default or otherwise with respect to any Item of Equipment, the
Lessee will, at its own cost and expense, at the request of the Lessor,
deliver possession of such Item of Equipment to the Lessor in good
order and repair, ordinary wear and tear excepted, and upon such stor-
age tracks of the Lessee as the Lessee may select, and permit the
Lessor to store such Item of Equipment on such tracks for a period not
exceeding 90 days and transport the same at any time within such 90
day period to any reasonable place on the lines of railroad operated
by the Lessee or to any connecting carrier for shipment, all as dir-
ected by the Lessor upon not less than 30 days' written notice to the
Lessee. During any such storage period the Lessee will permit the
Lessor or any person designated by it, including the authorized repre-
sentative or representatives of any prospective purchaser of any such
Item, to inspect the same; provided, however, that the Lessee shall
not be liable, except in the case of negligence of the Lessee or of
its employees or agents, for any injury to, or the death of, any person
exercising, either on behalf of the Lessor or any prospective purchaser,
the rights of inspection granted under this sentence. The assembling,
delivery, storage and transporting of the Equipment as hereinbefore
provided are of the essence of this Lease, and upon application to
any court of equity having jurisdiction in the premises, the Lessor
shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee to so assemble, deliver,
store and transport the Equipment. V

B. In addition, upon the expiration of the term of
this Lease because of default by Lessee, Lessee will promptly upon
Lessor's request, and at Lessee's cost and risk, cause each Item of
Equipment to be transported and delivered to any location within 500
miles of Lessee's track, as selected by Lessor.

SECTION 14. EVENTS OF DEFAULT AND REMEDIES.

14.1 Events of Default. Any of the following events shall
constitute an Event of Default hereunder:



(a) Any default of 10 days or more shall be made in the
payment of any part of the rental or other sums provided in
Section 2 hereof or in Section 11 hereof; or

(b) The Lessee shall make or permit any unauthorized
assignment or transfer of this Lease, or of possession of
the Equipment, or any portion thereof, and shall fail or refuse
to cause such assignment or transfer to be cancelled by agree-
ment of all parties having any interest therein and to recover
possession of such Equipment within five days after written
notice is given by the Lessor to the Lessee demanding such
cancellation and recovery of possession; or

(c) The Lessee shall default in its observance or per-
formance of any other of the covenants, conditions and agree-
ments on its part contained herein and such default shall
continue for 30 days after written notice from the Lessor is
delivered to the Lessee specifying the default and demanding
that the tame be remedied; or

(d) A petition for reorganization under Section 77 of
the Bankruptcy Act, as now constituted or as said Section 77
may be hereafter amended, shall be filed by or against the
Lessee, and if filed against the Lessee, shall not be dis-
missed by court order within 30 days after such filing; or

(e) Any other proceedings shall be commenced by or
against the Lessee for any relief under any bankruptcy or
insolvency laws, or laws relating to the relief of debtors,
readjustments of indebtedness,, reorganizations, arrangements,
compositions or extensions (other than a law which does not
permit any readjustment of the indebtedness payable bere-
under), and if such proceedings are involuntary, they shall
have continued for a period in excess of 30 days.

14.2 Remedies. If any^Event of Default has occurred
and is continuing, the Lessor, at its option, may:

(a) Proceed by appropriate court action or actions,
either at law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease or to re-
cover damages for the breach thereof; or

(b) By notice in writing to the Lessee, terminate
•• this Lease, whereupon all right of the Lessee to the use
• of the Equipment shall absolutely cease and terminate as
• though this Lease had never been made, but the Lesake
•hall remain liable as hereinafter provided; and thereupon,
the Lessor may by its agents enter upon the premise* of the
Lessee or other premises where any of the Equipment may be
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located and take possession of all or any of such Equipment
and thenceforth hold, possess and enjoy the same free from
any right of the Lessee, or its successors or assigns, to
use the Equipment for any purpose whatever, but the Lessor
shall, nevertheless, have 'a right to recover from the Lessee
any and all amounts which may have accrued to the date of
such termination (computing the rental for any number of days
less than a full rental period by a fraction of which the
numerator is such accrued number of days in such full rental
period and the denominator is the total number of days in
such full rental period) and also to recover forthwith from
the Lessee (i) as damages for loss of the bargain and not as
a penalty, a sum, with respect to each Item of Equipment,
which represents the excess of the present worth, at the
time of such termination, of all rentals for such Item which
would otherwise have accrued hereunder from the date of such
termination to the end of the term of this Lease over the
then present worth of the then fair rental value of such
Item tor such period computed by discounting from the end
of such term to the date of such termination rentals which
the Lessor reasonably estimates to be obtainable for the use
of the Item during such period, such present worth to be com-
puted in each case on a basis of a 5-3/47. per annum discount,
compounded monthly from the respective dates upon which ren-
tals would have been payable hereunder had this Lease not
been terminated; and (ii) any damages and expenses including
reasonable attorney's fees, in addition thereto which the
Lessor shall have sustained by reason of the breach of any
covenant or convenants of this Lease, other than for the
payment of rental.

14.3 Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive, but
shall be cumulative and shall be in addition to all other remedies
in its favor existing at lav or in equity. The Lessee hereby waives
any mandatory requirements of law;now or hereafter in effect, which
might limit or modify any of the remedies herein provided, to the
extent that such waiver is permitted by law.

14.4 Lessor's Failure to Exercise Rights. The failure
of the Lessor to exercise the rights granted it hereunder upon any
occurrence of any of the contingencies set forth herein shall not
constitute a waiver of any such right upon the continuation or re-
currence of any such contingencies or similar contingencies.

•

SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT.

15.1 Lessee's Duty to Return. If the Lessor nor the
Assignee shall terminate this Lease pursuant to Section 14 hereof,
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the Lessee shall forthwith deliver possession of the Equipment
to the Lessor. For the purpose of delivering possession of any
Item of Equipment to the Lessor as above required, the Lessee
shall at its own cost, expense and risk (except as hereinafter
stated):

(a) Forthwith place such Equipment in such reasonable
storage place on the Lessee's lines of railroad as the Lessor
may designate or, if Lessee has no such space available, then
on a line owned by another company, or in the absence of such
designation, as the Lessee may select;

(b) Permit the Lessor to store such Equipment in such
reasonable storage place as selected in accordance with Sec-
tion 15.1(a) above for a period not exceeding 180 days all
at the risk of the Lessee;

(c) Transport the Equipment, at any time within such
180 day period, to any place on the lines of railroad oper-
ated by the Lessee or to any connecting carrier for ship-
ment, all as the Lessor may reasonably direct upon not less
than 30 days1 written notice to the Lessee.

15.2 Specific Performance. The assembling, delivery,
storage and transporting of the Equipment as hereinbefore pro-
vided are of the essence of this Lease, and upon application to
any court of equity having Jurisdiction in the premises, the Lessor
shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so as to assemble, de-
liver, store and transport the Equipment.

15.3 Lessor Appointed Lessee's Agent. Without in any
way limiting the obligations ot the Lessee under the foregoing
provisions of this Section 15, the Lessee hereby irrevocably ap-
points the Lessor as the agent and attorney of Lessee, with full
power and authority, at any time while the Lessee is obligated to
deliver possession of any Items of Equipment to Lessor, to demand
and take possession of such Item in the name and on behalf of the
Lessee from whosoever shall be at the time in possession of such
Item.

SECTION 16. ASSIGNMENT BY LESSOR AND ABATEMENT.

: 16.1 Assignment. This Lease and all rent and other
sum* due and to become due berounder have been assigned by the
Lessor to the Assignee, and all rent and other sums due jnd to
become due hereunder shall be paid to TRANSPORTATION CORPORATION
OF AMERICA, P.O. Box 218, Chicago Heights, Illinois 60413., or at
such other place as the Assignee shall specify in writing. With-
out limiting the foregoing, the Lessee further acknowledges and
agrees that (i) the rights of the Assignee in and to the sums
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payable by the Lessee under any provisions of this Lease shall
be absolute and unconditional and shall not be subiect to any abate-
ment whatsoever except as in Section 16.2 and shall not be subject
to any defense, set-off, counterclaim or recoupment whatsoever
whether by reason of or defect in Lessor's title, or any- inter-
ruption from whatsoever cause (other than from a wrongful act of
the Assignee) in the use, operation or possession of the Equipment
or any part thereof or any damage to or loss or destruction of the
Equipment or any part thereof, or by reason of any other indebted-
ness or liability, howsoever and whenever arising, of the Lessor
to the Lessee or to any other person, firm or corporation or to any
governmental authority or for any cause whatsoever, it being the
intent hereof that, except in the event of a wrongful act on the
part of the Assignee, the Lessee shall be unconditionally and ab-
solutely obligated to pay the Assignee all of the rents and other
sums which are the subject matter of the assignment; and (ii) the
Assignee shall have the sole right to exercise all rights, privi-
leges and remedies (either in its own name or in the name of the
Lessor for the use and benefit of the Assignee) which by the terms
of this Lease are permitted or provided to be exercised by the
Lessor.

16.2 Abatement. The Lessee shall not be entitled to
any abatement of rent or reduction thereof, including, but not
limited to, abatements or reductions due any present or future
claims of the Lessee against the Lessor under this Lease or other-
wise or against the manufacturer or against the Assignee, nor
except as otherwise expressly provided herein, shall this Lease
terminate, or the respective obligations of the Lessor and the
Lessee be otherwise effected, by reason of any defect in or damage
to or loss or destruction of all or any of the Equipment from what-
soever cause, the taking and requisitioning of the Equipment by
condemnation or otherwise, the lawful prohibition of Lessee's use
of the Equipment, the interference with the use by any government,
private person or corporation, or for any other cause whether
similar or dissimilar to the foregoing, any present or future
law to the contrary notwithstanding-, it being the intention of
the parties hereto that the rents and other amounts payable by
the Lessee hereunder shall continue to be payable in all events
unless the obligation to pay the same shall be terminated pur-
suant to Section 11.A hereof.

SECTION 17. ASSIGNMENTS BY LESSEE; OPERATION AND POSSESSION.
•

* 17.1 Lessee's- Rights to the Equipment. So long as the
Lessee shall not be in default under this Lease, the Lessee shall
be entitled to the possession and use of the Equipment £n~ accor-
dance with the terms of this Lease, but, without .the prior written
consent of the Lessor, the Lessee shall not sublease, assign, trans
fer or encumber its leasehold interest under this Lease in any of
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the Equipment (except to the extent that the provision of any
mortgage now existing or hereafter created on any of the lines
of the Lessee nay subject such leasehold interest to the lien
thereof). The Lessee shall not, without the prior written con-
sent of the Lessor, part with the possession or control of, or
suffer or allow to pass out of its possession or control, any
of the Equipment, except to the extent permitted by the provisions
of Section 17.2 hereof.

17.2 Operation and Possession on Lines Other Than
Lessee's Own. So long as the Lessee shall not be in detault under
this Lease, the Lessee shall be entitled to the possession of the
Equipment and to the use thereof upon the lines of railroad owned
or operated by it (either alone or Jointly) or by any corporation,
a majority of whose voting stock (i.e., having ordinary voting power
for the election of a majority of its Board of Directors) is owned
directly or indirectly by the Lessee, or upon lines of railroad
over which the Lessee or such corporation has trackage or other
operating rights or over which Equipment of the Lessee is regularly
operated pursuant to contract, and also to permit the use of the
Equipment upon connecting and other railroads in the usual inter-
change of traffic, but only upon and subject to all the terms and
conditions of this Lease. Notwithstanding the foregoing, the Lessee
will not assign any Item of Equipment to service including the
regular operation and maintenance thereof outside the continental
United States of America. However, the Equipment may be inter-
mittently but not regularly used in Canada as provided in Section 8
of this Lease. No assignment or sublease entered into by the Lessee
hereunder shall relieve the Lessee of any liability or obligations
herounder which shall be and remain those of a principal and not a
surety.

17.3 Merger. Consolidation or Acquisition of Lessee.
Nothing in this Section 17 shall be deemed to restrict the right of
Lessee to assign or transfer its leasehold interest under this Lease
in the Equipment or possession of vthe Equipment to any corporation
(which shall have duly assumed the obligations hereunder of Lessee)
into or with which the Lessee shall have become merged or consoli-
dated or which shall have acquired the property of Lessee as an
entirety or substantially as an entirety.

SECTION 18. OPINION OF COUNSEL.

: 18.1 Lessee's Counsel. Concurrently with the delivery
and,acceptance of the first Item of Equipment hereunder, the Lessee
will deliver to the Lessor six counterparts of the written Opinion
of Counsel for the Lessee addressed to the Lessor and to"~the Assignee,
in scope and substance satisfactory to the Lessor, to the effect that:
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(a) The Lessee is a corporation legally incorporated
and validly existing, in good standing, under the laws of
the state of its incorporation;

(b) The Lessee has the corporate or other pover and
authority to own its property and carry on its business as
now being conducted and to execute and perform this Lease,
and is duly qualified to do business as a foreign corporation
in all states in which such qualification is necessary to
carry out the terms of the Lease;

(c) The Lease has been duly authorized, executed and
delivered by the Lessee and constitutes the valid, legal
and binding agreement of the Lessee enforceable in accor-
dance with its terms, except as such terms may be limited
by bankruptcy, insolvency, or similar lavs affecting the
enforcement of creditors' rights generally;

(d) This Lease has been filed and recorded with the
Interstate Commerce Commission pursuant to
the Interstate Commerce Act and no other filing, recording
or depositing is necessary to protect the Lessor's title to
the Equipment in the United States of America;

(e) No approval, consent or withholding of objection
is required from any public regulatory body with respect to
the entering into or performance by the Lessee of said Lease;

(f) The execution and delivery by the Lessee of this
Lease does not violate any provision of any lav, any order
of any court or governmental agency, the Charter or By-lavs
of the Lessee, or any indenture, agreement, or other instru-
ment to which the Lessee is a party or by which it, or any
of its property is bound, and will not be in conflict with,
result in the breach of, or constitute (with due notice and/
or lapse of time) a default under any such indenture, agree-
ment or other instrument, or. result in the creation or im-
position of any lien, charge or encumbrance of any nature
whatsoever upon any of the property or assets of the Lessee,
except as contemplated and permitted hereby;

(g) No consent, approval or authorization of any govern-
mental authority is required on the part of the Lessee in con-
nection with the execution and delivery of this Lease; and

••

* (h) As to any other matter which the Lessor shall
• reasonably request.

18.2 Lessor's Counsel. Concurrently with the delivery
and acceptance of the first Item of Equipment hereunder, the Lessor
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will deliver to the Lessee a written Opinion of Counsel for the
Lessor addressed to the Lessee, in scope and substance satisfac-
tory to the Lessee, to the effect that:

(a) The Lessor is a corporation legally incorporated
and validly existing, in good standing, under the lave of
the State of Illinois;

(b) The Lessor has the corporate or other power and
authority to own its property and carry on its business as
now being conducted and to execute and perform this Lease,
and is duly qualified to do business as a foreign corpora-
tion in all states in which such qualification is necessary
to carry out the terms of the Lease;

(c) This Lease has been duly authorized, executed and
delivered by the Lessor and constitutes the valid, legal and
binding agreement of the Lessor enforceable in accordance
with its terms, except as such terms may be limited by bank-
ruptcy, insolvency, or similar laws affecting the enforce-
ment of creditors' rights generally; and

(d) The execution and delivery by the Lessor of this
Lease does not violate any provision of any law, any order
of any court or governmental agency, the Charter or By-lavs
of the Lessor, or any indenture, agreement, or other instru-
ment to which the Lessor is a party or by which it, or any
of its property is bound, and will not be in conflict with,
result in the breach of, or constitute (with due notice and/
or lapse of time) a default under any such indenture, agree-
ment or other instrument.

SECTION 19. PTEFEST ON OVERDUE RENTALS AND AMOUNTS PAID BY LESSOR.
Anything to the contrary herein contained notwithstanding,

any nonpayment of rentals due hereunder, or amounts properly expended
(no interest shall accrue to Lessee until written notice of such ob-
ligation or expenditure is given to Lessee) by the Lessor on behalf
of the Lessee, shall result in the additional obligation on the part
of the Lessee to pay an amount equal to 127. per annum (or the lawful
rate, whichever is less) on the overdue rentals and amounts expended
for the period of time during which such rentals are overdue or such
amounts expended and not repaid.

*

SECTION 20. MISCELLANEOUS.

20.1 Notices. Any notice required or permitted to be
given by any party hereto shall be deemed to have been given when
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personally delivered or three business days after being deposited
in the United States certified mails, first class postage prepaid,
addressed as follows:
1 •

If to the Lessor: ;

TRANSPORTATION CORPORATION OF AMERICA
P.O. Box 218
Chicago Heights, Illinois 60411

Attn: Vice President - Finance

If to the Lessee, to the address specified in Schedule A.

If to the Assignee, to the address specified in Schedule A.

or addressed to any of the parties above at such other address as
such party shall hereafter furnish to the other parties in writing.

20.2 Execution in Counterparts. This Lease, and any
lease supplemental hereto, may be executed in several counterparts,
each of which so executed shall be deemed to be an original and in
each case such counterparts shall constitute but one and the same
instrument.

20.3 Lav Governing. This Lease shall be construed in
accordance with the laws of Illinois; provided, however, that the
parties shall be entitled to all rights conferred by any applicable
Federal statute, rule or regulation.

20.4 Successors and Assigns. This Lease shall be binding
upon and shall inure to the benefit of the Lessee and the Lessor and
their respective permitted successors and assigns, and the term
"Lessor" shall, where appropriate, be deemed to include the Assignee.

20.5 Date of Lease. This Lease is dated as of the date
first above written but in tact was executed by the respective
parties on the dates indicated within the notarizations hereof.

ATTEST:

Assistant Secretary

(CORPORATE SEAL)

'
A ss Is t ant; :becret ary

(CORPORATE. SEAL)

TRANSPORTATI

By:

.RPORATION OF AMERICA

president

PEND OREILLE VAL'LEX/RAILROAD, INC.

Jecil Vide President
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STATE OF ILLINOIS )
) SS

COUNTY OF C 0 0 K )

On this ^^
SODally appeareT

day of I J/f , before me per-
"ZX , fxf • W£l(*1iJT~ ~T to me personally

known who being by me duly sworn, says that he is a ^fea» President
of TRANSPORTATION" CORPORATION OF AMERICA, an Illinois corporation,
that one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its Board
of Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

(SEAL)

My Commission Expires:

Notary Public

STATE OF CALIFORNIA)
) SS.

COUNTY OF SAN DIEGO)

On this 17th Of August. 1981 , before me per-
sonally appeared L~ T. Cecil .to me personally
known who being by me duly svorn, says that he is Vice President
of Pend Orejlle Valley Railroad. Inc. an Washington
corporation, that one of the seals affixed to the toregoing inscru-
ment is the corporate seal of said corporation, that said instru-
ment was signed and sealed on behalf of said corporation by authority
of its Board of Directors, and he acknowledged that the execution of
the foregoing instrument was the free .act and deed of said corporation.

f
Norary Public

(SEAL)

My Commission Expires: August 25, 1981.
OFFICIAL SEAL ,

MARY ANN J. McKENNA ;
NOTARY PUBLIC • CALIFORNIA \

Principal Office, San Diego Co. Calif.

My Commission Exp. Aug. 25, 1981
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SCHEDULE A

MANUFACTURER:

PLANT OF MANUFACTURER:

DESCRIPTION OF EQUIPMENT

CAR NUMBERS:

CAR OWNER'S MARKS:

SPECIFICATIONS:

BASE PRICE PER CAR:

DELIVER TO:

PLACE OF DELIVERY:

ESTIMATED DELIVERY DATE:

OUTSIDE DELIVERY DATE:

FIXED RENTAL PAYMENTS:

RENTAL TERM:

DESIGNATED USE OF CARS

ADDRESS OF LESSEE:

Thrall Car Manufacturing Company

Chicago Heights, Illinois -

6,740 cubic foot woodchip cars

POVA 35201 to 35235

Leased from TRANSPORTATION CORPORATION
OF AMERICA, Owner and Lessor, and sub-
ject to a security interest in favor
of a third party creditor recorded
with the Interstate Commerce Commission

GN-100-60-156

$47,000 plus transportation

Pend Oreille Valley Railroad, Inc.

Newport, Washington

September - October, 1981

October 31, 1981

One Hundred Eighty (180) monthly
rental payments for each Item of
Equipment in advance in the amount
of $500.00 per month for each Item
of Equipment plus a monthly prorate
of transportation costs from Chicago
Heights, Illinois to Newport, Washing-
ton

One Hundred Eighty (180) consecutive
full calendar months immediately fol-
lowing the date the last Item of the
Items of Equipment which are the sub-
ject of this Schedule A is delivered
to the Lessee prior to the Outside
Delivery Date.

Woodchip service.

Pend Oreille Valley Railroad, Inc.
P. 0. Box 598
Metaline Falls, Washington 99153



CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE

To:" TRANSPORTATION CORPORATION OF AMERICA ("Lessor") and

THRALL CAR MANUFACTURING COMPANY ("Manufacturer")

I, a duly appointed Inspector and authorized representa-
tive of ("Lessee"),
do hereby certify that I have inspected and accepted delivery, on
behalf of the Lessee and under the Equipment Lease dated as of

between the Lessor and the Lessee, the
following Items of Equipment ("Equipment"):

TYPE OF EQUIPMENT:

PLACE ACCEPTED:

DATE ACCEPTED:

NUMBER OF ITEMS:

NUMBERED:

I do further certify that the foregoing Equipment is in
good order and condition, and conforms to the specifications applic-
able thereto, and at the time of delivery to the Lessee there was
plainly, distinctly, permanently and conspicuously marked in con-
trasting colors upon each side of each Item of Equipment the follow-
ing legend in letters not less than one inch in height:

"Leased from TRANSPORTATION CORPORATION OF AMERICA
as owner and Lessor, and subject to a security interest
in favor of a third party creditor recorded with the
Interstate Commerce Commission."

The execution of this Certificate will in no way relieve
or decrease the responsibility of the Manufacturer of the Equipment
for warranties it has made with respect to the Equipment.

Inspector and Authorized
Representative of Lessee

SCHEDULE B



SCHEDULE OF CASUALT Y_V AL_U_E

The Casualty Value of an Item of Equipment as of the date of
a casualty occurrence shall mean that amount so determined as
the depreciated valuation of such item of equipment as provided
for 1n the Interchange Rules of the Association of American
Railroads.

SCHEDULE "C"



ADDENDUM TO EQUIPMENT LEASE

THIS IS AN ADDENDUM TO EQUIPMENT LEASE DATED AUGUST 17,
1981, between TRANSPORTATION CORPORATION OF AMERICA, an Illinois
corporation (the "Lessor"), and PEND OREILLE VALLEY RAILROAD, INC,
(the"Lessee"):

Lessee has the option and the right of first refusal
to purchase the equipment covered by the above referred to Equip-
ment Lease at the equipments' fair market value on the expira-
tion date of the Equipment Lease.

ATTEST:

Assistant Secretary

(CORPORATE SEAL)

TRANSPORTATION CORPORATION OF AMERICA

By:
President

Assistant Secretary

(CORPORATE SEAL)
PEND OREILLE VALLEY RAILROAD, INC.

Vice President



1 •".' •>«

- STATE OF ILLINOIS )
) SS

COUNTY OP C 0 0 K )

On this £ d a y of v6?t;$r /?<P/ . before me per-
sonally appeared <2--.̂ - $Kl6tf-7~ . to me personally
known who being by me duly sworn, says that""Ee is a f̂cse President
of TRANSPORTATION CORPORATION OF AMERICA, an Illinois corporation,
that one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its Board
of Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

Notary Public
(SEAL)

My Commission Expires: /-//

STATE OF CALIFORNIA )
\ gg

COUNTY OF SAN DIEGO)

On this 17th_ day of August, 1981 before me per-
sonally appeared Bion""j. Murphy, Jr. to me personally
known who being by me duly sworn, says that he is Vice President
of Pend Orellle Valley Railroad. lite, an Wash-ingi-nr.
corporation, that one of the seals affixedTo the foregoing instru-
ment is the corporate seal of said corporation, that said instru-
ment was signed and sealed on behalf of said corporation by authority
of its Board of Directors, and he acknowledged that the execution of
the foregoing instrument was the free .act and deed of said corporation,

ZsS JLrt
Notary Public

My Co»i.«ion E*j>l«s, August 25, 1981
Cipa' 0ffiCe' San DieS° Co- Calif

Commission Exp. Aug. 25, 1981
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ADDENDUM TO EQUIPMENT LEASE

THIS IS AN ADDENDUM TO EQUIPMENT LEASE DATED AUGUST 17,
1981, between TRANSPORTATION CORPORATION OF AMERICA, an Illinois
corporation (the "Lessor"), and PEND OREILLE VALLEY RAILROAD, INC.
(the"Lesseefl):

Lessee has the option and the right of first refusal
to purchase the equipment covered by the above referred to Equip-
ment Lease at the equipments' fair market value on the expira-
tion date of the Equipment Lease.

ATTEST

Assistant Secretary

(CORPORATE SEAL)

ATTEST:

'Q5% 7̂ Vw
Assistant Secretary

(CORPORATE SEAL)

TRANSPORTATION CORPORATION OF AMERICA

By:

PEND OREILLE VALLEY RAILROAD, INC.

Bi6n J. Murphy, 3r(JJi.cz President



STATE OF ILLINOIS )
) SS.

COUNTY OF C 0 0 K )

On this day of
u)giGH-T~

/?// before me per-
sonally appeared <2̂ £/- uJgitiHT _____i to oe personally
known who being by me duly sworn, says that Hie is a V̂ ge President
of TRANSPORTATION CORPORATION OF AMERICA, an Illinois corporation,
that one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its Board
of Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

(SEAL)

My Commission Expires:

Notary Public

K /

STATE OF CALIFORNIA )
\ 55

COUNTY OF SAN DIEGO)

On this 17th day of August, 1981_ , before me per-
sonally appeared Bion""j. Murphy. Jr. to me personally
known vho being by me duly sworn, says that he is Vice President
of Pend Oreille Valley Railroad, Inc; an Washington
corporation, that one o± the seals affixed to the foregoing instru-
ment is the corporate seal of said corporation, that said instru-
ment was signed and sealed on behalf of said corporation by authority
of its Board of Directors, and he acknowledged that the execution of
the foregoing instrument was the free .act and deed of said corporation.

Notary7 Public

(SEAL>
My ConnlMion Expires: August 25, 1981 - ̂S"MflBy S"j 'SS<r»i,,
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